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Challenges

The village has been operating in a deficit position for at least the past three 
years.  

• The current rate structure, rates, and revenues are insufficient to 
consistently fund critical capital improvement programs and maintain an 
operational system. 

• Capital improvements are planned that require significant funds within a 
few years.

• A capital improvement program has been proposed that will require 
significant investments in both the water and sewer systems over the 
next few years. 
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Revenue/Expense 2021-2023 budget
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REVENUES
Sewer Revenues have declined over the past three years, in 
part due to completion of a SAW Grant, reduced usage, and 
other revenue sources. 

Water Revenue has held somewhat steady due to rate 
increases, but reduced usage has resulted in a flat revenue 
stream overall.

EXPENSES
Expenses dipped slightly in the last fiscal year, but have 
rebounded for 2022-2023. 

For the coming fiscal year, recurring expenses for Water are 
up 19.3%, and recurring Sewer expenses are up 18.1%. 



Revenue/Expense and 2022-2023 budget
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SEWER BUDGET ANALYSIS



Revenue/Expense and 2022-2023 budget

Village of Pinckney Water and Sewer Rate Review 7

WATER BUDGET ANALYSIS
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The proposed rate structure assumes the following criteria and assumptions:

• Water and Sewer Rates must be set at levels that will allow the system to 
operate in a financially stable condition and protect the health, safety, and 
welfare of the utility’s customers.

• Fixed costs to operate and maintain the system must be covered on an equitable 
basis across all customers based on a standard formula.

• Costs for repairs and capital improvements to the system are shared on an 
equitable basis across all customers based on a standard formula.

• A usage charge for actual water or sewerage services consumed.   The customer 
has the ability to reduce their costs through reduced usage, avoiding the 
commodity charge(s).  All customers pay the same rate for water and sewer 
usage. 
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The proposed rate structure includes the following criteria and assumptions:

• MEUs are considered to be constant and will not increase dramatically

• Debt Service will be a new separate charge based on MEU and debt service 
requirement.

• Depreciation recapture is variable based on village goals and recommendations.

• Eventual goal is 100% recovery of the depreciation cost.  This will provide an 
ongoing and future funding source for capital improvements and potentially 
reduce the need for future debt



What is a “Meter Equivalent Unit”?
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• A “Meter Equivalent Unit” (REU) of 1 is assumed for all residential users 
with a meter size up to 1”.   

• Commercial, educational, or residential properties with meters larger 
than 1” are charged proportionally to the size of the meter installed 
based on the American Water Works Association national standard. 
Larger meters bear a larger proportion of the system’s capacity costs. 

A single MEU is a unit of measure 
used to represent the average capacity 
and usage of a single-family 
residential dwelling. 

It is based on meter size and type of 
use. 

Larger water services will have a 
multiple of the MEUs assigned based 
on their capacity and meter size. 

Your Home is 1 MEU

For example, under the AWWA standard, a nursing home, 
school, or retail facility with a 2” meter is the equivalent of 
eight (8) residential homes.  They would be assigned 8 “MEU”
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Three Cost Components are used for this rate structure:
• Capacity – The fixed costs to operate the system

• Operations and Maintenance, administration, contractors, fixed overhead
• Costs are allocated across all users based on their proportion of the total system

• Commodity – Variable charge based on individual usage (water or sewer) X a usage 
rate

• Debt Service – A specific fixed charge based on the customer’s proportion of 
outstanding debt obligations, including principal and interest. 

For 2022-2023, the forecast costs for these components is shown below 



Village of Pinckney MEU Calculations
Based on existing base rate setup
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Using the existing BS&A historical billing data, we can summarize the number of base rate items for each 
size and customer account.  That is translated that to a Meter Equivalent Unit for use in rate setting. 



MODEL #1 
All Costs - (All Operating Costs, some depreciation)
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• Covers all costs to operate system
• Covers increased recurring costs for water and sewer
• Covers sewer debt service as separate component for all customers with sewer service
• Covers 100% of the depreciation expense
• Commodity rates increase by $3.29 per unit 
• Base rate increase of $91 of base charges per billing cycle ($360 per year)



MODEL #1 – All Costs
(All Operating Costs, some depreciation)
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MODEL #2 - D30
(30% Depreciation, Distribute across all components
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• Adds sewer debt service as separate component for all customers with sewer service
• Covers increased recurring costs for water and sewer
• Commodity rate - Water/Sewer customers - $.12 per unit increase  (1% commodity rate 

increase)



MODEL D30
(30% Depreciation, Distribute across all components
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This forecast assumes:
- 3% annual cost growth/increase
- No change to debt service
- No change to total depreciation
- No change to MEUs
- Achieves 100% recapture of the 2023 total 

depreciation in 5 years
- No capital expenditures funded through 

rates (reserves only)

Five Year Forecast of Annual Costs and Charges
(based on Model 2)


